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13 March 2014 

  

 

Mr Hans Hoogervorst 

Chairman 

The International Accounting Standards Board 

30 Cannon Street 

London EC4M 6XH 

United Kingdom 

 

 

 

Dear Hans 

 

Exposure Draft/2013/11 Annual Improvements to IFRSs 2012-2014 Cycle 

 

The New Zealand Accounting Standards Board (NZASB) is writing in relation to the International 

Accounting Standards Board’s (IASB) ED/2013/11 Annual Improvements to IFRSs 2012-2014 

Cycle.  

 

The NZASB has not responded to the specific questions. Our comments relate to the proposal to 

amend the discount rate requirements in IAS 19 Employee Benefits.  ED/2013/11 proposes to 

clarify that the high quality corporate bonds used to estimate the discount rate for post-

employment benefit obligations should be denominated in the same currency as the liability. 

 

The NZASB is concerned that the IASB is proposing amendments that may address specific issues 

faced by constituents in certain countries, but which do not address the more fundamental 

issues associated with the discount rate requirements in IAS 19.   

 

We note that the previous standard setter in New Zealand, the Financial Reporting Standards 

Board (FRSB) wrote to the IASB in April 2007 highlighting the inconsistency between the 

requirements in IAS 19 (which focused on high quality corporate bond rates) and the Basis for 

Conclusions on IAS 19, paragraph 31.  The FRSB noted that the principle underlying (the then) 

IAS 19 was that the discount rate should reflect the time value of money but should not reflect 

other risks such as an entity’s own credit rating. 

 

The FRSB reiterated its broader concerns with the discount rate requirements in IAS 19 when it 

commented on IASB ED/2009/10 Discount Rate for Employee Benefits (issued August 2009).  The 

FRSB also expressed its reservations about potential differences in methods used by entities to 

determine an appropriate corporate bond yield in a country with no deep market in corporate 

bonds.  The FRSB considered that requiring the use of a rate that reflects the time value of 

money and explaining how to derive the risk free rate would be consistent with these principles 

and would address some of the differences in reported obligations between countries with deep 

markets in corporate bonds and those with no deep market in corporate bonds. 
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More recently we note that the IASB and the IFRS Interpretations Committee have considered a 

request for guidance on the determination of the rate used to discount post-employment 

obligations (as reported in the IFRIC Update 2013 and in the context of IAS 19 (2011)).  We note 

that the Interpretations Committee considered amendments to IAS 19 to confirm the underlying 

principle for the determination of the discount rate.  However, the Committee could not form a 

common view on this matter and decided to stop the project.  We consider that this request for 

guidance highlighted the need for clearer guidance on the determination of the discount rate.  

 

We consider that there are a number of issues faced by entities implementing the discount rate 

requirements in IAS 19 which could be alleviated by clearer guidance. We note that in 

developing IPSAS 25 Employee Benefits the International Public Sector Accounting Standards 

Board decided that the discount rate should reflect the time value of money, and considered 

that entities should be left to determine the rate that best achieves that objective. 

 

The Basis for Conclusions to IAS 19 (2011) states that the IASB decided it would address discount 

rate issues only in the context of a fundamental review.  At present the IASB’s website indicates 

that preliminary work has commenced on the Discount Rate research project.  However, it is not 

clear whether this project will lead to specific recommendations in respect of IAS 19.  We urge 

the IASB to reconsider the need for clearer guidance on the discount rate requirements in 

IAS 19, and to give a higher priority to such clarifications than the current work program appears 

to do.  

 

If you have any queries or require clarification of any matters in this letter, please contact 

Joanne Scott (joanne.scott@xrb.govt.nz) or myself.  

 

 

Yours sincerely 

 

 

Kimberley Crook 

Deputy Chair - New Zealand Accounting Standards Board  


